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SBCURITT INFCRmTION 

CENTRAL INTELLIGENCE AGENCY 

13 February 1953 

SUBJECTS TSaWS OF REFERENCES SB-37s PROBABLE EFFECTS OF 
VARIOUS POSSIBLE COURSES CP ACTION WITH RESPECT 
TO COW1UNIST CHINA 

THE PROHL0f 

Ic To ttotmlne the current status and effectiveness of controls 
on trade with Connujilst Chinsj to examine the short and long term 
effects on the capabilities of the Chinese CowBonist regime ofs (a) a 
complete endiargo; (b) a naval blockade^ alone or contoined with bombard* 
meixt of transportation facilities in Comnunist Oiinaj and (c) a Chinese 
Nationalist effort at blockade and aerial bombardment. 

2. To estimate Communist reactions to these measures. 

(Note to the contributors* The terras of reference follow closely 
the form and outline of SB*27 and are given here in full. It is 
suggested that the terms of reference be checked against the text of 
SE>*27 and that in paragraphs or sections of SB-27 where there is no 
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change, the oontritaatlon mereOLy refere to pertinent paragraphs of 
SE>27* Mtnor changes should also be indicated. Conplete terms of 
referoioe are necessary in order to clearly define the scope of the 
paper, but it is hoped that by following the precedure above resear^ 
may be restricted to the areas in idiich new information is available. 

QUESTIONS BEHRING ON THE PROBLEM 

I- TSIIAT IS THE BCTBNT OP PRESQJT CONTROLS OK TRADE WIIH OOISiaJKIST 



U. NHAT HAS BEEN THE EPPECT TO EUITE OP CONTROLS ON TRADE WITH 



A. What has been the effect of trade controls on Comnunist 
China's ability to import? 


1. What sea*bome ixnports (including ratimates of 

snuggling) has Comnunist China received sides conf 
trols were first applied, with special reference to 
the current volanre and canu)ositlon, and to trends 
since the publication of SE-27? (Jtme 1952} 

- 2 - 
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2. What reductions in CoBBunist China's sea-borne ini»rt8 
f^n non-Conrainist countries have occurred since the 
iBqposition of the present control neasureSf with 
special reference to the period since the publication 
of SB-27? 

3. To idiat extent have Soviet Bloc shipments to Conauniet 
China offset these reductions? Estimate the conqposition 
and volume of Soviet Bloc trade with Conmunist China 
with special reference to current volume and composition, 
and to trends since the publication of SE-27? 

Bo What has been the effect on Conmunist China's economjr of 

the changes in levd. and pattern of inqports that have occurred 
since the imposition of present trade controls? 

lo What industries have been affected, and to liiat extent? 
What is the importance of these industries to the 
Chinese Conmunist war effort in Korea? What is the 
inpoz*tance of these industries to the stablUt/ ami 
development of the Qtinese Cmanunlst econongr? 

2* What has been the effect on tnuotportatlon? What 
repercussions have transportation difficulties had? 

« 
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3* Have there been any significant effects in the non- 
Indastrial segnents of the economy snob ae finance 
and agricultare? 

C* Vfhat has been the effect of the economic dislocations 
covered in (B) above upon Connunist China's military 
cf^bilitieSf especially in Korea? 

D. What has been the effect of the economic dislocations 
covered in (B) above upon the ability of the regime to 
maintain political control in China? 

III. WHIT WCOLD BE THE EFFECT OF A TOTAL EMBARGO OF BCPORTS TO 
COWUNIST CHIKi FROM ALL NON^SOTIEI BLOC COUNTRIES ON THE 
CHINESE COroWNIST BDOMOMIC AMD FQHTIGAL STRENGTH. AND ITS 
mUTARf CAPABILITIES ? (In this section the following con- 
ditlons will apply: 

The inqposition of a total embargo b7 the entire non-Goonanlst 
world would presumably extend to both trade and shipping. The 
implementation of such an embargo would presumably indlude 
measures to prevent the transfer or charter of non«>CoinDuni8t 

shipping to Ccomnnlst Chlna^ the denial of bunkering and 
servicing in non-CimBainist ports of ships bound for Chinese 
Comminlst ports, and the t^’ansshipment of nonRCamminist goods 
directly or Indirectly to Cooniunist China fron other countries 

- U - 
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in the Soviet Bloc. By definition, such an onbargo would 
cut off Conmunist China's trade (except smuggling) with 
all countries outside the Soviet Bloc. It would represent 
the strongest form of economic pressure teat co\ild be 
brought to bear against Comnunist China short of a general 
East-West trade and shipping embargo . 

The means by which such an embargo would be implemented is 
beyond the scope of this paper. Whether or not such an 
embargo would be politically feasible or even desirable in 
the light of its economic repercussions on the non-Coranunist 
world is also beyond the scope of this estimate. 

Ao What would be the effects of a con^lete economic einbargo 
on Comnunist China's trade pattern over the next year? 

1. What is the probable amount and oon^sltion of trade 
with non-Bloc areas that would be "lost"? (Estimate 
the amount and conposition of Comnunist China's trade 
with the non-Coimnunlst world for the next year assuming 
a continuation of the present controls.) 

2. What would be the composition and volume of Communist 
China's inports from the rest of the Soviet Bloc 

(a) by sea? (b) by land? What upper limits would be 
Ijiqposed by transportation shortages? What economic 

^ e* 
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stnlQs would be placed on the Soviet Bloc if it 
attenqpted to provide Cknmnniet China with both its 
m il it a r y and niniatam eoonomie re^iirements? If 
It attenpted to provide Comninist China with euffi- 
oient assistance to support a gradual expansion of 
the Chinese Conunist eoonongr? Could the USSR pro* 
vide assistance on this scale without serious effects 
on its own planned econonde developnent? 

3» Infhat would be the net loss in imports as a result of 
a total embargo? 

Bo How would this loss of imports affect Consminist China's 

economy? 

1* Mhat would be the effects on the industrial segment of 
Communist China's ecozxnny? VIhat is the ia^iortanoe of 
the affected industries to the war effort in Korea^ 
to the Chinese Communist econony as a idiole? 

2. 14hat would be the effects on transportation? What 
would be the repercussions of these effects to the 
rest of the eeononQc? 

3e What would be the effects in other sectors of the 
economy such as fiscal and agriculture? 

- 6 - 
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Uo What is the ability of the Chinese Connunlst ec^oony 
to replace the "lost" oonnoditles f^m domestic 
sources? What would be the diffused effects of ^oaii^ages 
and of altering prodoiction patterns so that these items 
would be produced domestically? 

C« VIhat would be the effects on Chinee Conminist milltazy 
capabilities with special reference to their ability to 
sustain operations in Korea? 

1. Would there be any out»baek in munitions production? 

In civilian type goods used by the Amy? 

2o Would there be any effect on the ability to transport 
troops and to provide military logistical support? 

Do What would be the extent and nature of the effects of a 

ooiif>lete economic embargo on the regime *s ability to maintain 
political control on the Chinese mainland? 

E. What effect might a complete economic anhargo have on 
economic f political^ and ndlitaiy relations between the 
Chinese Commonists and the USSR? 

F. What would be the effect of a complete economic embargo 
maintained over an extended period of time - 2 to 5 years - on 
Communist China's mllltazy capabilities and over-all economic 

- 7 - 

Approved For Release 2000/08/29 : CIA-RDP79S01 01 1A00090001 0044-2 

SECRET 



A*pproved For Releaf^ 2000/08/29 : CIA-RDP79S01 0117^00090001 0044-2 

SECsisr 

and political strength? (Answer generally in terms of 
B thzou^ B above*) 

0. What factors would tend to prevent full enforcement of an 
econonie embargo? (In S&*27 this question is not discussed 
in the body ot the paper since the assumption is made in 
paragraph 25 that it would be completely effective.) To 
idiat extent would these factors redice the effectiveness 
of an oodoargo? 

IVo WHAT WCOLD BE THE EFFECTS OF A MAVAL BXiOCKADE. INCLUDING PORT 
ARTHOR AND DAIREH ON COMMUNIST CHIHA»S ECONOMIC AND P OUTIGAL 
STREMQTH AND ITS ^LITARY CAPA BILITIES? 

A. Assxxning that a naval blockade eould cut off substantially 
all of Coimamist Chlna*s sea-borne imports^ to what extent 
could the loss of these ii^rts be made up by additional 
overland imports from the Soviet Bloc? 

1. What limitations would be placed on this trade by the 
capacity of land transportation to Comtunist China? 

2. What limitations would be placed on this trade by the 
current capacity of inland transportation within 
Manchuria and elsevdiere in Communist China? What is 

- 8 - 
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the eiqpabill^ of Connanlet Chine to inoreaee such 
eepeelty under oondltlone of a blookads? VAuit aeeie- 
tanee ooold the USSR provide to inespeaee eadi oapaeitgr? 

3« Uhat eeoncmLe etraine woold be placed on the Soviet 
Bloc if it attenqpted to provide Coononist Qilna with 
both ite ndUtaiy and ndnliBain eoonomie reqiireaMnte? 

If it attempted to provide Connnniet C h i na with 
auffieient aeeistanoe to eapport a gradual expansion 
of the Chitieee Connanist econoogr? Could the USSR 
provide aesistanoe on this scale without sezloas 
effects on its own planned economic developswnt? 

B» What would be the effects of a naval blockade on Co nwnni st 

Ghina*s ooean*going coastal trade? 

1. What is the epctent, coaposltion, and geographical 
distzifautlon of this coastal trade? 

2. How much of this trade would be cut off by a naval 
blookade? 

3. What is the ability of the inland transportation lorstem 
of Comainist China to carry this coastal trade* allowing 

. 9 . 
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for the inoreaeed overland laports from the Soviet 
KLoo projected in "A" above? 

C. \Aiat wttld be the short-term effects of the dislocations, 
shortages, and additional costs, caused by a naval block- 
ade ont 

1. The Chinose Comminist economy} 

2, The military capabilities of the regime, especially 
with reference to its ability to sustain military 
operations in Korea; 

3* The regime’s ability to maintain political control 
over the Chinese people; 

Uo Communist China's political, economic, and militazy 
relations with the USSR? 

D. If a naval blockade were maintained over an extended period 
of time - 2 to 5 yearst 

1, Could the USSR progressively increase its economic 
assistance to Communist China? 

2. What would be the probable trend in the industrial 
sector of the Chinese Communist economy? In the 

- 10 - 
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monetary and fiscal situation? In transportation? 
In agricultural pro diction and distribution? On the 
over>all economies political, and military strength 
of the regime? 

3. What would be the probable trend in economic, polit- 
ical, and military relations between l^e USSR and 
Communist China? 


V* WHAT WCOLD BS THE EFFECTS OF B(J1BA.RnCMG TRANSPORTATION FACIUTIBS 



A. Have there been any changes in critical transport targets 
within Comnunist China as listed in paragraph $0 of SB-27? 


B. What would be the effect on Comnunist China's ability to 
sustain military operations in Korea of successful and 
sustained air bonibardment of such targets? 


C« What would be the economie and political effects of 
successful bonibardment of such targets? 


Do What are Communist capabilities to resist air bombardment 
of such targets? 
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VI. WlftT WOOLD BE THE CTySCT OF A CHINESE mTIQMAUST EFFORT T O 

K^gPE TOfe flORSY AH&'TO C(MICyTO'5fmig 

INUND LINES OF CQgWJHICAnOM OM OOHMDNIST CHHBl’S MI LITARY 
CAPABILITIES. AMD B30IICHIC AMD POLITICAL STREMSTH ? 


A. What are the oapahilities of the Chinese Nationalists to 
prevent ocean shipping from entering Chinese Comninist 
ports? To interfer with coastal trade? 

Bo What are the capabilities of the Chinese Nationalists to 
conduct air strikes against lines of comnunl cation on the 
ChiiML mainland? 


VII. WHAT WOULD BE THE PROBABLE COMMUNIST RISACTION TO: 

1. A oomplete economic embargo? 

2. A naval blockade? 

3o A naval blockade and an air bombardment of inland 
lines of cannunicatlon? 

lio A naval blockade and air bombardment the Chinese 
Nationalists alone? 
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